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INTRODUCTION BY THE EDITOR | 


Recent world-politics has given final confirmation to 
the view that dictatorial methods must lead to dicta- 
torial ends. If the totalitarian “left” and “right” 
merge into a common pattern, a new opportunity pre- 
sents itself for a fresh challenge in behalf of free and 
pluralist society. If we are to hammer out the founda- 
tions for a liberal renascence, we must use this Indian 
summer of liberalism to change an attitude that is 
merely negative toward the alternative presented by 
fascism and communism into a positive and reasoned 
faith in the vitality of our own institutions. 

Several pamphlets in this series have been concerned 
with this quest, particularly those by Henry C. Simons 
and F. A. von Hayek. The drift of present policy is 
toward restriction. We limit production. We curtail 
‘crops. We shorten hours. We increase taxes. Then we 
profess to be surprised that the national income does 
not increase and that economic activity does not revive. 
The implications of this reversal of the classical liberal 
reliance on the expansive force of the free market are 
elaborated in this pamphlet. 

The first draft of this essay was prepared as a mem- 
‘orandum for a conference on social education sponsored 
by the department of general education of the General 
Education Board. Acknowledgment is here made of the 
‘permission to use material in recent articles by the 
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author in the Journal of Political Economy and th 
Proceedings of the Academy of Political Science, as we 
as in a contribution in Frontiers of Democracy fot 
October, 1939. 

This is the thirtieth of a series of Public Policy Pond | 
phlets which the University of Chicago Press is pub- 
lishing. Frequently, the scholarly journals give ne 
attention at all to problems that have an acute public 
interest, while the ordinary magazines can print little 
but superficial comment. The University might well 
perform a valuable service by making available to the 
public whatever special training and information it may, 
have at its disposal. The continuation of such a series 
will, of course, depend upon its reception by the public. 

Perhaps it goes without saying that the authors of 
these pamphlets are individually responsible for their 
views, and that they in no way involve the responsi- 
bility of the University of Chicago. 


Harry D. GIDEONSE 


November 12, 1939 


ORGANIZED SCARCITY AND PUBLIC POLICY 


I. IDLE MEN AND IDLE CAPITAL 


Idle men and idle capital have become the center of 
political preoccupation throughout the world. 
_ The chief argument used by advocates of totalitarian 
governments is that they make full use of their produc- 
tive resources and—quite specifically—that unemploy- 
ment does not exist in Soviet Russia (or Nazi Germany, 
as the case might be). Democratic governments usually 
grant them the point—as, for instance, in President 
Roosevelt’s message to Congress, of January, 19309: 
Like it or not, they [the dictatorships] have solved, for the 
time at least, the problem of idle men and idle capital. Can we 
compete with them by boldly seeking methods of putting idle 
men and idle capital together and, at the same time, remain with- 
in our American way of life, within the bill of rights, and within 
the bounds of what is, from our point of view, civilization itself? 


The danger is real that we might confuse symptoms 
with causes. Already the theories of some of our pump- 
‘primers seem to assume that some sort of permanent 
decline has become characteristic of our present eco- 
nomic system as a whole, and that we must at almost 
any cost get the idle men and idle resources at work 
again. Their idleness is a national liability, however, 
because it deprives the national economy of valuable ad- 
ditional income. If they should become ‘‘occupied”’ but 
make no material contribution to the national income 
available for distribution among the people as a whole, 
we would simply conceal a symptom and make no con- 
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tribution to the basic problem of raising standards o 
living by enlarging the total product available for con- 
sumption. 3 

We are in danger of the same confusion of symptoms 
and causes that characterized monetary discussion dur- 
ing the years 1932 and 1933. Then, higher prices were 
advocated by some as if they were a desirable social end 
in themselves, simply because higher prices were identi- | 
fied with prosperity. If we were prosperous in 1926 with » 
1926 prices, why would we not re-achieve prosperity by 
getting back to the 1926 price level? If we were pros- 
perous when nearly everyone was employed, why 
wouldn’t we be prosperous again if we could put the | 
unemployed to work? Increased prices which are 
brought about by purely mechanical monetary devices 
might, of course, increase social distress if consumers’ in- 
comes did not increase more than proportionately. Un- 
employment which was ‘‘remedied”’ by policies that did 
not touch the fundamental distortion in the price-cost 
structure that brought it about, would probably re-— 
occur as soon as the symptom treatment ceased. The 
chief emphasis should be placed on the increase of the 
total flow of goods and services available for consump- 
tion, rather than on the intermediate problems of 
achieving a certain price level and employing a certain | 
number of men who are now idle. 

We should shift our emphasis from the question: 
‘How can we keep men and resources busy that are now 
idle?” to the related but more basic query: “Why are 
the men and resources idle in the first place?” 

The significance of the present stage in the discussion 
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sf economic policy is the return to this approach. Does 
public spending to “keep men and resources busy”’ get 
at the cause of their idleness? Is it, perhaps, a defensible 
emergency policy which is, however, poorly designed to 
remove basic distortions in the economy that brought 
about the original shift from a fully employed structure 
to the present quasi-permanent paralysis? 

In this transitional period the old problem of monop- 
oly is again coming to the center of the stage. A broad 
public investigation under the auspices of the Tempo- 
rary National Economic Committee (the so-called 
“monopoly” investigation) is spot lighting the develop- 
ment of new forms of restrictive policy—reserved, to be 
sure, to private policy and overlooking most of the sig- 
nificant monopolistic policies that originate in govern- 
‘ment itself. Simultaneously, a vigorous new personality 
in the Department of Justice is putting imagination and 
‘talent into a drive for a projected enforcement of old 
eval proscriptions. 


There is no business, small or large, that is untouched by the 
“use of some device for restraining free competition. It doesn’t 
_ matter whether the device is a patent or a corporate merger, a 
downright price-rigging agreement, a trade associaton preach- 
ing the immorality of competition, or a loose combination of 
businessmen keeping out a competitor whose competition hurts. 
The result is the same—suppression of initiative, so that estab- 
lished Concerns are driven from business, new concerns cannot 
enter the field, and those who remain in business must keep up 
| their prices to the level set by the dominant members of the in- 
dustry. That’s why capital and men stand idle.* 


« Thurman Arnold, Assistant Attorney-General in charge of the Depart- 
ment of Justice’s anti-trust activities, in the Saturday Evening Post, August 
12, 1939. 
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We may note that the government’s own policy in) 
promoting monopolistic tendencies in the N.R.A. is’ 
charitably overlooked, and that no attention is paid to! 
such obviously restrictive policies as are involved in the: 
present administration’s own labor policies or agricul- 
tural activities. The new emphasis is, however, clear. 
The term “monopoly” calls up memories of the Bryan- 
McKinley days, of Theodore Roosevelt’s “‘trust-bust- 
ing” speeches, and of William Howard Taft’s more effec- 
tive legal prosecutions. Is monopoly a basic factor in the 
present situation? What is monopoly? Where does it 
appear? Why does American public opinion traditional- 
ly respond to the appeal of the “trust buster,” even if 
our vigor in response is more frequently oratorical in 
character? 

It is the thesis of this pamphlet that monopoly has 
crept into our economic structure in scores of unsus- 
pected ways. Even our vocabulary has been corrupted 
by monopolist propaganda so that public opinion has 
come to regard some of the worst features of monopoly 
as the fruit of competition rather than of its destruc- 
tion. 

We shall first review the nature of the monopoly prob- 
lem, some of its common economic and social character- 
istics, and the general position of monopoly as “the 
great pretender” in economic pathology, a major cause 
of inequality and insecurity that is presented as a path 
to “order,” “stability,” and “security.” The main em- 
phasis will fall, however, upon the multitude of more or 
less concealed relationships of monopoly with other sig- 
nificant social problems, such as unbalanced budgets, 
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trade barriers, housing, and even war and peace. Final- 
ly, the relationship between monopolistic tendencies and 
the decline of democratic government will be drawn into 
focus. 


II. THE NATURE OF THE MONOPOLY PROBLEM 


Monopoly is a social “problem” which has been pe- 
culiarly central in United States politics because equal- 
ity of opportunity is a basic American ideal.? The core 
of monopolistic practice is the limitation of opportunity 
to a particular group of producers. Monopoly is re- 
strictive.s The monopolist is interested in organized 
scarcity. Feudal guilds had this in common with capital- 
ist “trusts,” as well as with contemporary agricultural 
legislation, with monopolistic trade associations and 
trade-unions, or with the collectivist device of a foreign- 
trade monopoly along modern German or Russian lines. 

Monopoly is as old as privilege. Adam Smith’s 
Wealth of Nations (1776) was-essentially a demonstra- 
tion that public and private interference with a free 

2 Only economic aspects of equality of opportunity are here considered. 
We are inclined to overemphasize economic interpretation. Those who, 
theoretically, cannot stomach biological heredity usually overlook such vital 
factors as good looks, a musical ear, a talent for figures, a good name, “the 


gift of gab,” and so forth. Mutatis mutandis, such factors would presumably 
continue to:play a role in a collectivist society also. 


3 It might be more correct to say that monopoly is a problem when it is 
restrictive. It is conceivable that a monopoly might be operative for the 
general welfare. This is not equivalent to saying that monopoly is a danger 
only when it is a private monopoly, because public monopoly can be—and is— 
used for restrictive purposes. The typical monopoly sacrifices the interest 
of the economy as a whole for the benefit of a part of the community. That 
“part” of the community might be a capitalist owner of limited natural re- 
sources, a corporation exploiting a patent, a trade-union including workers 
in one particular industry, or a branch of the agricultural industry. 
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(that is, competitive) market tended to reduce the 
wealth of nations. Smith was quite pessimistic as to the © 
extent to which his contemporaries would allow their — 
practice to be affected by his observations, for he was 
well aware of the fact that organized and monopolistic 
groups are usually able to exercise great economic, politi- 
cal, and intellectual influence in behalf of their immedi- 
ate and practical interests while they manage to create 
the impression that the public man or scholar who 
draws attention to the general interest in freedom of 
opportunity is a “mere theorist” who “does not know 
trade.” 

Monopoly may be an old phenomenon, but it is less 
restrictive in a progressive, expanding economy than in 
an economy that has shown numerous symptoms of 
stagnation and even contraction. In many Western 
countries population will soon cease to grow, and one of 
the most important dynamic factors of the past century 
will cease to exist. Other dynamic factors will, there- 
fore, be more essential than ever, and individual initia- 
tive is probably the most important of them. In a com- 
petitive and decentralized social or economic structure, 
individual initiative is more likely to be fully utilized 
than in a monopolistic and centralized system. 

In the recent past monopoly was limited to the cap- 
italistic and entrepreneurial side. Today contrived scar- 
city is the objective of farmers and trade-unions, as well 
as the key conception of a good deal of public policy 
abroad and at home. Curtailnent of output in order to 
achieve a larger share of the total income has been char- 
acteristic of rubber, coffee, cotton, wheat, and other 
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agricultural programs. It has been the key to our agri- 
cultural policy since 1933. 

Trade-unions use techniques like collective bargain- 
ing, the closed shop, and the control of the number of 
apprentices. The mere fact of collective bargaining—or 
even of the closed shop—is not in itself monopolistic. 
If collective bargaining leads to rates yielding normal 
full employment to members of an inclusive union, it 
simply insures the ideal of the competitive market; one 
price in one market and no secret differentials. Typi- 
cally, however, the real incentives held out by organ- 
izers are designed precisely to avoid this condition, and 
as a result monopolistic trade-unionism results in “the 
sharpening of the contrast between skilled and well-or- 
ganized workers and the unskilled and unorganized.’”4 
Where the unions are monopolistic—more frequently 
true of craft unions than of industrial unions—their 
effort to keep wages above the market tends to reduce 
the quantity of the product that is demanded. T his re- 
duction in the scale of operations therefore benefits the 
“insiders” in so far as they remain employed, but it in- 
creases the numbers in search of employment elsewhere, 
and it also lowers the real wages of the unorganized and 
consumers in general by increasing the price of the 
goods and services which they purchase. The costs of 
‘monopoly are, therefore, most sharply registered in 
branches of economic activity which are not themselves 
under monopolist control. Under monopolist pressure 
the competitive drive in areas that have remained un- 


4 John Maurice Clark, ‘‘“Monopoly,” Encyclopedia of the Social Sciences, 
Vol. X. 
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organized may assume pathologic proportions. Under ~ 
such circumstances defensive trade-union activity may 
simply offset departures from the competitive pattern 
‘by employers or workers in other sectors of the econ- 


omy. 
In proportion as trade-unionism develops and labor 
income absorbs a larger fraction of the consumer’s dol- 


lar, it would logically appear that any monopolistic 


tendencies which may appear in the labor field are like- _ 


ly to be, by just that much, more important than similar 
tendencies in the field of business enterprise itself. In 
public discussion we find, however, a double standard 
in these matters. We are usually told in times of quasi- 
permanent unemployment that “wage cuts must be 


resisted,”’ but that business enterprise ‘‘makes the mis- — 
take of setting its prices too high to sell its goods.”” The © 
contradictory character of these popular affirmations — 


lies embedded in the word “wage.” If “wage” means 
“total wage payments”’ there is no conflict between the 


two statements, because the purpose of the price-cutting” 


advice to business is to maintain total volume. If the 
word ‘“‘wage”’ means wage rates, there is obvious error, 
since a policy of maintaining wage rates in a period of 
declining income can only lead to restricted employment 
and reduced purchasing power. Slogan thinking about 
“purchasing power” plays so large a role in the whole 
monopolistic trend of our time, however, that it will be 
examined in more detail farther on. 

Monopoly has crept into the professions also, al- 
though a considerable capacity for rationalization ob- 


| ae ae es 


scures the process. In several states teachers colleges — 
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have secured teacher certifying powers by state law that 
would be the dream of any walking delegate. The doc- 
tors seek to maintain a scale of fees above the level the 
community can pay, and their “trade-unions” fight 
with zeal against organizations that seek to introduce 
competitive elements in medicine. 

Everywhere the results reveal a remarkable similar- 
ity in pattern. Social income in terms of goods and serv- 
ices is reduced. Real wages are lower because contrived 
scarcities keep prices high. Capital and industrial and 
agricultural capacity are kept idle. Men and women 
(and particularly the young) are kept “permanently un- 
employed.” Opportunity is restricted and a wide and 
heterogeneous public is built up for quacks and silver- 
tongued messiahs with panaceas. German experience is 
eloquent on the extent to which the menace to social 


| stability is enlarged by the sharp incidence of unemploy- 
_ment and reduced opportunity in general among the 


young, while seniority is protected by monopoly of all 
sorts, as well as by old-age pensions. . 


III. ECONOMIC ANALYSIS AND MONOPOLY 

Monopoly, said Edgeworth, 
means literally sale by one man, but the term is extended to 
denote either sale or purchase [e.g., of labor] by either one man or 
a group acting as one man [e.g., a trade-union]. The definition 
is usually limited by the condition that the monopolist deals not 
with another monopolist, but with parties who compete against 
each other. 

Monopoly is clarified by contrast with competition, 
which represents a condition in which no individual pro- 


s Ina classical article in Palgrave’s Dictionary of Political Economy. 
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ducer has any discretionary control over supply or price, 
these being completely governed by the separate ac 
tions of the competitors who follow their own interests in 
entire independence. 

Pure monopoly and perfect competition—as defined 
above—are tools of analysis. They do not describe cur- 
rent or historic reality. A wide area of confusion in eco-_ 
nomic literature and discussion has been created by as- 
suming that perfect competition existed in the nine- ~ 
teenth century because economists then began to ap- 
proach the problem with the concept of perfect com-— 
petition. A whole library has therefore been written to 
prove that there has been a “decline of competition” by 
comparing the current economic structure with its ad- | 
mixture of competitive and monopolistic elements with © 
the hypothetical perfect competition of economic the- 
ory. ; 

Such studies® have provided us with a wealth of data 
concerning the present patterns of monopolistic be-— 
havior in the business community (agricultural and la-~ 
bor aspects—which are, of course, especially important 
today—are usually ignored). They do not produce evi- 
dence, however, to prove a decline of competition over 
time. The only way to demonstrate such a decline of © 
competition would be to compare the mixture of com- — 
petitive and monopolistic elements at one time with the © 
mixture that existed at another. Apart from the in- © 
crease of public policies designed to promote monopoly, 
it would be hard to produce such evidence. It is con- 
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6 Cf. the monographs by Arthur R. Burns and Gardiner Means cited in 
the appended bibliography. 
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ceivable—as Donald H. Wallace has observed—that the 
degree of change in our ideas has been greater than the 
change in the facts, and that discussions of the ‘‘decline 
of competition” really should be entitled ‘the decline of 
the idea of competition.” 

To repeat: Perfect competition—or pure monopoly— 
are tools of analysis. They do not now—and they did 
not ever—describe historic reality. Most actual monop- 
olistic situations are “neither white nor black but shades 
of gray.” The problem today centers in this area of 
monopolistic or imperfect competition, and it might be 
added that, with the exception of some enrichment of 
_ our technical economic jargon, this is also where the 
problem lay in Adam Smith’s day. 

The central place given to monopoly in Adam Smith’s 
Wealth of Nations demonstrates that there is nothing 
new about the problem itself. Prices were more fre- 
quently “local” and our evidence is patchy, but it is 
probable that the modern large corporation, about 
whose imperfect competition we hear so much, earns 
lower profits and maintains more flexible prices than the 
old-fashioned local gristmill, iron foundry, or general 
store. 

Monopoly has nothing to do with mere size. Etfec- 
tive competition has nothing to do with mere smallness. 
The local corner grocer or druggist may exploit a geo- 
graphical monopoly quite ruthlessly, and the large drug 
chain or mail-order house may restore competitive safe- 

guards in scores of isolated communities. This will not 
prevent the multitude of “furious monopolists,” of 
whom Adam Smith spoke so prophetically, from attack- 
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ing their large but effective competitor as a “monopo- — 
list.” The American anti-chain-store agitation, or its 
German equivalent in the Hitler propaganda before — 
1933, supplies lurid case material. 
Economists have, perhaps, unduly concentrated at- 
tention upon monopoly prices and monopoly profits. 
Simplification in statement of the elements of the prob- 
lem has tempted a generation of esoteric parlor econo- 
mists into an orgy of mathematical precision, elegant 
equations—and historic irrelevance. Increasing special- — 
ization within the field of economics has led to a degree 
of refinement of analysis that has gone beyond the 
roughness of the original data with which we work. | 
Some of our best minds are splitting fine hairs when they 
might more fruitfully be splitting some of the dangerous 
logs that are clogging the flow of public and private busi- — 
ness. Two general statements are valid: Prices are 
usually higher in proportion as monopoly restricts; and 
the only general principle is to charge on each article 
“what the traffic will bear.” 
Rigid prices do not always indicate restriction of com- 
petition. In the case of a nickel candy bar or a six-hun- 
dred-dollar automobile, competition may be genuine in 
spite of unmodified prices. The size of the bar may be- 
come flexible, or the variety and quality of the gadgets. 
The public is often misled by the apparent absence of 
monopoly profit. Monopolistic practice may be ob- — 
scured by the cost of competitive advertising to “differ- 
entiate products” and “‘fix brands,” the costs of buying 
out competitors, the service of securities issued in an- 
ticipation of monopolistic earnings, or, in trade-unions, 
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the sharing of monopoly wages with colleagues that are 
unemployed as a result of the level of the wage rates. 
Swollen rates of profit are not the only thing that 
can overload an economic system. It can also be para- 
lyzed by a swollen structure of genuine investment—not 
to speak of “water.” An era that is too polite for bank- 
ruptcy is depriving itself of one of the great virtues of 
free enterprise, which provided for a ruthless elimina- 
tion of those who made errors in anticipating the needs 
of the market or who did not adjust to new procedures 
with sufficient speed. Today we “share the losses’ 


through such agencies as the R.F.C. and a good deal of 


contemporary monopoly on the capitalist side is s'mply 
an effort to protect antiquated capital structures against 
the competition of new enterprise. If our industries 
were socialized, such errors would live to plague pos- 
terity in a public debt structure. 


IV. THE GENESIS OF MONOPOLY 


As consumers we are all likely to resent monopoly be- 
cause it restricts our opportunity for comparison in 
price or quality. The same holds for producers who have 
not yet arrived at a “satisfactory” scale of operations. 
Competition means risk for the secure and opportunity 
for the insecure. For that same reason, those who have 
“arrived” are likely to prefer an “orderly” or “‘sta- 
bilized” structure in which they can count on the preser- 
vation of their present status. 

Monopolists (except in the limited number of cases 
in which we are not prepared to accept some of the costs 
of competition, such as “natural’’ monopolies, public 
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utilities, and so forth)’ are therefore forced to put their — 


case in language that will appeal to those who will not 


be members of the protected groups. The public is fre- — 


quently misled by the vocabulary put into circulation 


by monopolists. Monopolists are likely to speak elo- — 


quently of such “good” things as orderly marketing, 
fair competition, price leadership, sharing markets, 
stabilization, increasing purchasing power. They are 
likely to denounce “excessive” (meaning ‘“‘real”) com- 
petition, and they dislike “scabs” and “chiselers’’ 
(meaning ‘‘producers who work or sell for a price con- 
sumers can pay’’). If the consumers are induced to ac- 
cept the vocabulary of the monopolists without chal- 
lenge, they are likely to find themselves endowed with 
public policies that reflect the interests of compactly 
organized minorities in an era of “polite’’ competition. 

The extent to which minorities have misrepresented 
the idea of competition is, perhaps, best illustrated by 
the use that is frequently made of the term “unfair com- 
petition.” Frequently the term is simply used to de- 
scribe competition pure and simple. A good example 
would be the position of wholesalers who are likely to 
consider competition “unfair” if the sales price to cus- 

7 This category of industries is well described in elementary texts in eco- 
nomics, and, since there are no significant immediate issues involved, it is here 
mentioned without further analysis. Changes in technology may add—or 
subtract—from the list of industries involved. The technical character of 
present public service industries makes simple regulatory standards possible. 
The competitive challenge of ‘‘free’”’ industry should not be overlooked— 
progress in the American railroad industry has, for instance, been stimulated 
by the competition of ‘‘free” highways and the airplane. See Lionel Robbins’ 


essay on ‘‘The ‘[nevitability’ of Monopoly,” in The Economic Basis of Class 
Conflict (Macmillan, 1939.) 
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tomers does not include their customary wholesalers’ 
discount. The protection of their own particular way of 
doing business is the criterion of “fairness.” In the same 
way independent photographers consider department- 
store photography departments as “unfair” competi- 
tion. In the N.R.A. days the steel people defined com- 
petition as “unfair” if the producer secured trade by 
initiating a reduction in price. In other words, the com- 
petitor is unfair if he competes. Such definition really 
indicates a desire to secure for producers a situation in 
which a “minority” cannot force a well-entrenched ma- 
jority to “make concessions.” This effort to define 
monopoly as “fair” competition is usually dressed up in 
language that makes it appear as an extension of demo- 
cratic ideals into the economic field. The great virtue 
of competition is, of course, that it constantly challenges 
such customary expectations of established vested inter- 
ests, but the resentment against competitors on the part 
of those producers who are already in an established 
position can, of course, be easily understood. If such 
definitions are left to existing producers, monopolistic 
(“stabilizing”) tendencies will quickly emerge. If, on 
the other hand, the consumer’s interest is kept in a dom- 
inant position, techniques of production and distribu- 
tion will be judged on their merits, and the new producer 
will get a fair (competitive) test to demonstrate his 
ability to supply the market, or develop a new process. 

Modern monopolistic tendencies are related to tech- 
nological developments. The advantages of large-scale 
production may bring some monopolistic costs to levels 
lower than the competitive, especially where wastes in- 
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cident to competition can be avoided. Large fixed capi- 


tal (overhead costs) may also contribute its pressure. 
The significance of inventions (patents) is not to be 
overlooked. 

Economically, however, the advantages of size have 
been overrated. Marxist and Wall Street “guides” led 
us to believe in the inevitableness of ‘“‘bigness’—the 


former because of a fatalistic acceptance of the doctrine - 


that the big fishes will eat the little fishes until the final 
big fish is expropriated by the state; the latter because 
it helped to explain ‘“‘water’’ which had been added to 
the capital structure at the time of profitable reorgani- 
zations or combinations. Says John Maurice Clark: 
“The economics of combination figured largely as a 
promoter’s ‘talking point,’ but they have probably 
never been a major force in the actual forming of com- 
binations.’’® 

Most of the current discussion about “technological 
imperatives’’? is of a mystical variety—and a good deal 
of it is a lag from the technical experience of the immedi- 


8 Social Control of Business (New York: McGraw-Hill, 1939), p. 380. 


9 See, for instance, George Soule’s The Future of Liberty, in which the ir- 
resistible “imperatives of technological growth’’ are seen as the principal 
force driving us to a ‘‘planned”’ society; or Charles A. Beard’s The Open Door 
at Home, in which the ‘‘potentials of great technology” play almost as great 
a role as they did in the sales talk of the securities salesmen of the ‘“‘co.abina- 
tion” era. No economic analysis of technology is presented by either author, 
although the gravest conclusions concerning public policy are presented. See 
Harry D. Gideonse, ‘‘Nationalist Collectivism and Charles A. Beard,” 
Journal of Political Economy, December, 1935 (particularly pp. 788-90). No 
such “imperatives of technology’’ are discerned in the authoritative analysis 
of J. M. Clark in Social Control of Business. See also A. S. Dewing, ‘‘A Statis- 
tical Test of the Success of Consolidations,” Quarterly Journal of Economics, 
November, 1921, pp. 84-101. 
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ate past. Technology does not always make large-scale 
operations more advantageous. Frequently it stimulates 
a trend toward small units. 

In the nineteenth century steam and railroads.worked 
toward larger units. Markets were expanding because 
costs of transportation were lower. Steam had to be 
used where it was generated, while the railroads called 
for huge investments, and increasing “overhead costs” 
are an impelling force toward monopolization. The 
automobile and truck, however, have helped to restore 
small-scale competition, and electric-power generation 
and transmission have once again tended to equalize 
small- and large-scale operations. Radio supplies a 
striking example, with the new developments in radio 
transmission creating competitive opportunities for 
small stations. 

Modern advertising has contributed its share toward 
strengthening monopolistic tendencies just as modern 
communication devices have been used to bolster up the 
modern centralized state. In competition, the ballyhoo 
departments seek to establish unique differences—real 
or imaginary. Such a “hold” on the market is always 
tenuous, however, since rivals can make identical prod- 
ucts or develop identical “reputations’”—unless the 
“unique” qualities are protected by patents or secrecy. 


V. RELATION TO OTHER SIGNIFICANT PROBLEMS 


Perhaps the most suggestive method of widening per- 
spective on the general problem of monopoly—as con- 
trasted with the present narrow legalistic perspective of 
our anti-trust legislation—will be an enumeration and 
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brief analysis of the monopolistic elements in a number 
of broad social problems with which our generation is 
deeply concerned. This is necessarily a somewhat arbi- 
trary selection and the analysis can only be superficial, 
but it may serve to give the present discussion a degree 
of concreteness and urgency that might otherwise not be 
apparent. 
UNBALANCED BUDGETS 

Efforts to maintain prosperity prices and wages on a 

depression income result in idle men and idle capital. 


A depression is essentially an interruption of normal © 
exchange relations. Some prices in some sections of the © 


economic system get out of line with other prices in 
other sections. The result is stagnation—idle capacity 
or idle money on the capitalist side, and idle men or 
unemployment on the labor side. The fundamental 
remedy, if a free-enterprise system is to be preserved, is 
to restore smooth exchange relations and full utilization 
of our plant and human capacity by a readjustment of 
prices, interest rates, and wage rates. 

Normally a recovery is achieved by the gradual resto- 
ration of exchange rates that can again restore the vol- 
ume of employment and of production. That usually 
means distress, unemployment, and stagnation in the 
interval. Clearly government could expedite matters 
by wise and balanced pressures whenever rigid prices or 
wages retard adjustment, and probably a wise govern- 
ment could soften the blows of the adjustment period 
by a judicious expansion of public expenditures while 
the private curtailment is in process. 

Today, however, the situation is quite different. Re- 
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adjustment is not only avoided because it is politically 
unpleasant, but the government is actually going out of 
its way to increase the rigidity of some prices and wages, 
while a vigorous public spending drowns out the im- 
mediate economic consequences of policies which would 
otherwise freeze or even expand the volume of unem- 
ployment. The recovery achieved under the circum- 
stances is obviously not likely to last much longer than 
the public spending-—-and meanwhile all pressure has 
ceased toward the ironing out of fundamental price and 
wage maladjustments. 

Thus, artificial price and wage levels are temporarily 
maintained or even rigidified, while the deficits accumu- 
late. Private pressure groups have become increasingly - 
arrogant when they are threatened with the cessation of 
subsidies. The threat to the continued existence of free 

and democratic institutions should be obvious to anyone 
who knows the sad history of the typical experience of 
soft-hearted governments in the financial field. 

Short-run public spending could be justified if the re- 
lease of pressure purchased by the public deficit were 
utilized to restore the type of exchange relations which 
are required for full utilization of our productive capac- 
ity. In other words, compensatory public spending 
would be thoroughly justifiable if accompanied by a 
Vigorous effort to remove the monopolistic features of 
our price and wage structure. Our present deficit financ- 
ing has had no relation whatsoever to such a possible 
constructive policy. When we get through with our 
present spending, the maladjustments are likely to be 
more serious than when we started. Perhaps the worst 
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thing that can be said about public spending of the’ 
‘“‘pump-priming”’ variety is that it tends to relieve peo- 
ple of the responsibility for removing errors in other 
fields of public policy.° 


ECONOMIC NATIONALISM 


Monopolies and tariffs serve the same purpose: limi- 
tation of supply. Economic nationalism as a result of 
war and in preparation for war has therefore strength- 
ened monopolistic tendencies. English experience since 
the return to protection is particularly instructive in 
this respect. An earlier pamphlet in this series has_ 
sketched the amazing development of “organization” in 
British industry in recent years." Labor organizations | 
and governmental controls had introduced many rigidi- | 
ties in the English price structure over a period of two 
generations, but a low-tariff tradition had helped to 
preserve flexibility just as inflationary armament ex- 
penditures are doing in the immediate present. When 
tariffs became definitely protectionist and currency 
“management” was introduced at the same time with 
clearly protectionist consequences, a latent monopolist 
tendency emerged with startling speed. As contracting 
markets encourage monopoly, policies to broaden trade 
counteract restrictive tendencies and help to restore 


10 Cf, “The Economics of Pump-priming,’’ by P. H. Boynton, H. D. 
Gideonse, and A. H. Hansen, and ‘‘Purchasing Power and Prosperity,” by 
H. D. Gideonse, A. H. Hansen, and N. H. Jacoby, The University of Chicago 
Round Table, Nos. 7 and 20, May 1, 1938, and July 31, 1938. 


Ben W. Lewis, Price and Production Control in British Industries 
(‘Public Policy Pamphlets,”’ No. 25 [Chicago: University of Chicago Press, 
1937). 
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volume of operations. Apart from the recent efforts of 
the Department of Justice to put new life into our anti- 
trust legislation, Cordell Hull’s vigorous pursuit of re- 
duction in trade barriers is the only major effort by 
government in recent years to preserve (and restore) a 
healthy system of free enterprise. 


HOUSING 


The entire “problem” is shot through with monopolis- 
tic aspects in labor, materials, financing, and land own- 
ership. Thurman Arnold’s statement on monopolistic 
aspects in the building industry, made before the Tem- 
porary National Economic Committee on July 7, 1939, 
contains a wealth of data to demonstrate that the build- 
ing business has “priced itself out of the market.” 
Building costs have proved flexible upward, and not 
downward. The “aggregate effect of the restraint in the 
building industry appears to be a gigantic stairway of 
prices and costs in which the level attained during the 
period of rising prices becomes the taking off point for 
the next period.”” Producers and distributors of building 
materials, trade-unions in the building trades, owners of 
patents, financing agencies, and building regulations 
combine to produce rigidity and stagnation. Building 
ordinances ostensibly designed to protect health and to 
safeguard against fire hazard are designed in part to 
protect existing vested interests in skill or in materials 
against innovation. Frequently, in fact, such ordinances 
operate as local tariffs against “imported” materials or 
labor. As Mr. Arnold pointed out, materials which were 
good enough for the magnificent new building of the 
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Department of Justice in Washington, D.C., cannot 
legally be used in many other American cities. Such 
local legislative restrictions ‘develop into legally estab- 
lished boycotts, particularly relating to walls, roofs, 
electrical work, and plumbing.” It probably does not 
need further emphasis that revival in the construction 
industry is a key to recovery for the national economy as 
a whole.” 
DISTRIBUTION OF INCOME 


Most of the really striking inequalities are closely 
related to monopoly, past or present. This holds for the 
more obvious inequalities involved in the concentration 
of wealth that are historically related to monopoly in 
oil, steel, aluminum, land ownership, and so on, and 
also in comparisons of the lower incomes (cf. wages of 
bus drivers and locomotive engineers). 


WAR 


When trade is reasonably free, deficiencies can be met 
through commerce. When trade is monopolized—pri- 
vately or publicly—only the historic pattern—settle- 
ment through violence—remains. A thickly populated 
country that is deficient in essential raw materials can 
earn the foreign exchange with which to purchase the 
commodities which it needs, if the world-market is rea- 
sonably open to its exports. If the market is closed by 
tariffs or monopolist agreements or policies, it becomes 
plausible to argue that only force can make the mate- 

12 See also “‘Freedom and the Economic System,”’ by Thurman Arnold, 


Paul H. Douglas, and Harry D. Gideonse, The University of Chicago Round 
Table, No. 65, June 11, 1939. 
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rials available that are essential. In so far as economic 


factors play a role in producing the tensions that under- 
lie the contemporary menace to peace, tariffs and other 
monopolistic policies on the part of so-called pacific 
nations deserve at least as much attention as the im- 
mediate designs of so-called “aggressor” nations. 


URBANIZATION 


Basing-point pricing, industrial tariffs, and other 
monopolistic devices tend to favor urban concentration. 
A Pittsburgh-plus system may handicap the develop- 
ment of steel-consuming industries outside the Pitts- 
burgh area. A system of railroad rates may deliberately 
retard industrial development in one geographical area 
when compared with another. It is probably true that 


_ federal policies have increased inequality of opportunity 


by handicapping the South in its exports by our tariff 
policy and by retarding southern industrialization by 
wage restrictions and railway rate structures favorable 
to already industrialized regions. Present policies are 
admirably designed to maintain present vested interests 
in urban concentration. 


COMMUNICATION 


Monopoly appears in the form of exclusive rights in 
news services, radio wave-lengths, blocked booking, dis- 
tribution agencies, etc. The relation of such develop- 
ments to essential civil liberties, such as freedom of the 
press and freedom of speech, probably does not call for 
further emphasis. 
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VI. PUBLIC POLICY IN THE UNITED STATES 


Public policy in the United States reflects our current 
confusion about the problem, and perhaps most of all 
our inability to detect a limitation of economic oppor- 
tunity when it is disguised by a vocabulary that evokes 
conflicting patterns of response. We can recognize sev- 
eral distinct public aids and several equally distinct — 
public checks to monopoly. 


AIDS TO MONOPOLY 


Tariffs —Federal tariffs (“the mother of trusts’) 
limiting foreign competition, and state trade barriers 
limiting interstate commerce." 

Patents.—The very purpose of patent laws is to en- 
courage inventions by granting a temporary monopoly. 

Sanitary and other inspection.—Such inspection is fre- 
quently designed to limit trade or restrict areas of sup- 
ply (for instance, in the case of milk or Argentine beef), 
although usually defended in terms of protection against 
disease or some similar “worthy” objective. It does not 
follow, of course, that all inspection of this sort must be 
abolished to preserve the competitive system, but rather 
that good reasons shall be separated from the real 
reasons. 

Protection of wasteful or antiquated methods of distribu- 
tion by resale price maintenance or penalty taxes on chain 
stores.—In recent years legislation has developed apace 
to protect existing methods of retail distribution against 
new methods of competition. Typically, chain stores 


13 See R. L. Buell, Death by Tariff (‘Public Policy Pamphlets,’ No. 27 
(Chicago: University of Chicago Press, 1939]). 
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have raised the standard of living of the American 
people by restoring competition in branches of retail 
distribution that had gradually settled down to more or 
less comfortable geographical monopolies. Legislation 
attacking or penalizing chain stores, therefore, tends to 
lower standards of living for the general public by in- 
creasing the margins which local monopolists can ex- 
ploit with impunity. Essentially, it is legislation to pro- 
tect small-scale local monopoly. Furthermore, it is de- 
signed to curb large-scale national competition. Politi- 
cally, however, it is presented as part of the general 
attack on the monopoly problem. Laws of this sort, 
which are deliberately designed to increase the cost of 
living of the American public by reducing the effective 
force of competition, now exist in twenty different states 
and in more than fifty cities, and as a result of such 
legislation one of our largest grocery chains closed up 
1,200 branches last year. Another example of a similar 
sort can be found in the legal protection which manu- 
facturers of branded or advertised goods have found for 
their attempts to control the price at which their prod- 
ucts may be sold at retail. This does not preclude com- 
petition between manufacturers themselves but it does 
curb competition between retailers, and corresponding- 
ly lowers the standard of living of consumers. 

Protection of “prevailing wages” in public contracts 
(Walsh-Healy Act, for example). 

Incorporation of business units in forty-eight states, 
with consequent laxity and opaqueness in requirements 
in practice and in records (here political “competition” 
facilitates market monopoly). 
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Recent labor and agricultural policies of the federal 
government have monopolistic aspects which are devel- — 
oped to some extent in other sections of this essay. 


CONFLICTS IN PUBLIC POLICY: CHECKS TO MONOPOLY 


The Sherman Act (1890) and subsequent legislation.— | 
These laws have never been enforced with vigor and im- © 
agination. During the N.R.A. days their action was | 
even suspended. In Theodore Roosevelt’s day the anti- — 
trust division had five attorneys. In 1933, when it was © 
charged with enforcement of thirty-one major acts, it 
had ninety-seven members for the country as a whole. 
Cynics have said that the anti-trust legislation pre- — 
served the ideal if not the substance of free competition. — 
Even under present standards of enforcement, however, | 
it is easy to underestimate the public gain derived from | 
the laws as they now stand. If the point is made that — 
a good deal of monopolist exploitation exists, it might — 
first of all be stressed that many forms of monopoly are 
perfectly legal at present. Furthermore, a consistent © 
anti-monopoly policy has never been ‘“‘thought through” ~ 
—it was and is quite customary for Senators to favor 
both high tariffs (which promote monopoly) and “‘trust- — 
busting,” sometimes in one and the same speech. If the © 
laws were not on the books, many varieties of restraint 
of trade would undoubtedly be in effect with the en- 
durance of consumers as the only effective curb. Those 
who think present legislation futile might conjecture as 
to the possible consequences of an alternative policy, 
with the example of Germany before them, where a 
similar tariff policy was in effect together with policies 
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favorable to the development of so-called ‘‘cartelliza- 
tion.” i, 

Cordell Hull’s policy of reciprocal tariff bargaining.— 
The policy is designed to undo the damage done by the 
high protective tariffs that have been in effect since the 
Civil War. The primary purpose of the legislation is to 
restore trade, but since it widens markets and broadens 
the area of competition, it is definitely a force toward 
the restoration of free enterprise. Foreign trade is a rela- 
tively minor part of our total trade, and domestic trade 
restrictions have become far more significant than the 
tariffs around the national market, but, while positive 
results have been rather meager—in spite of the protest 
of the recipients of tariff privilege, which would lead to 
the belief that free trade had been restored—the 
achievement of the policy can best be summarized by 
the statement that the protectionist drive that has 
flourished since the Civil War has been arrested. To 
the extent that “tariff is the mother of trusts,” forces 
that make for monopoly have been reduced in in- 


tensity. Rete 


s 


VII. MONOPOLY AND THE CHANGING RELATIONS 
BETWEEN STATE AND ECONOMY 


The drive toward monopoly in all ranges of modern 
life is fundamentally related to a basic misconception of 
the nature of competition. In fact, in popular discus- 
sion many of the evils ascribed to competition are by- 
products of monopoly. In other words: they arise when 
competition has been seriously restricted. 

The objections to monopoly may be summarized in 
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the statement that it deprives the public of the ad- 
vantages of competition. Competition insures that 
prices paid by consumers tend to approximate the costs 
paid by producers. Monopoly represents an effort to 
separate consumers’ price and producers’ cost. If we re- 
strict ourselves to economic factors, we might also rec- 
ognize the role of competition in the stimulation of the 
search for lower costs of production involving the amaz- | 
ing technological development of the past century anda | 
half. It is not necessary to argue that the development 
of “pure” science is fostered by the free market—al- 
though there are obvious relations between the two— 
but the application of science to industry is directly 
related to competitive reduction in costs. In fact, tech- 
nology is simply a method of production used by man- 
agement with the design of reducing costs. Where com- 
petition is maintained, the costs to society are minimized — 
because profits are reduced to the lowest level consistent 
with continued equilibrium between the demand for the ~ 
goods and the scarcity of the factors of production. 
Where profits are higher, they simply encourage new 
enterprise, so that the system results in passing on the 
benefits to labor and consumers—and the experience 
throughout the nineteenth century, with its unpar- 
alleled increase in real wages, is, of course, the final 
check on this reasoning. The truth of these observations 
is now so clearly recognized among economists that so- — 
cialist economists are now primarily concerned with the — 
elaboration of blueprints for a collectivist society in 
which the socialist planners would have the world 
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“play” at competition as if the economy were still based 
on private enterprise and private property.” 

In popular discussion—as distinguished from techni- 
cal economic literature even in its collectivist phases— 
competition is identified with lower prices and lower 
wages, and both are associated with low incomes. Mo- 
nopoly is then justified as a method of “increasing pur- 
chasing power.” The elementary notion that a high 
wage and a high price may be associated with unemploy- 
ment and idle capacity is overlooked. It is, of course, 
true that mass-production industries depend upon the 
ability of the masses to buy their products. It is also 
true that such industries will not provide sufficient in- 
centive to producers and investors if costs of production 
are so high as to wipe out the prospect of earnings. 

The argument that increasing wage rates will increase 
purchasing power is on a par with the related notion 
that we can bring about recovery by huge pension 
schemes for the aged which will “increase purchasing 
power” and which will be financed through sales taxes. 
Purchasing power is not increased by increased wage 
rates, any more than it is increased by high sales taxes. 
Such higher wages—or pensions—simply transfer such 


14 For a sample of this literature, see O. Lange, On the Economic Theory of 
Socialism (Minneapolis: University of Minnesota Press, 1938). A. C. Pigou 
has summed up the argument with the statement that when the planning 
‘authority has succeeded in establishing ‘“‘wages for men and rents for instru- 
ments equal to what actual wages and rents under capitalism under perfect 
competition would be, its problem is solved”’ (Socialism versus Capitalism 
[New York: Macmillan, 1937], p. 114). A political realist will observe, how- 
ever, that there never has been a collectivist movement of political signifi- 
cance that did—or could—cherish such planning objectives. For the “im- 
ponderables”’ that are overlooked, see J. M. Clark’s trenchant observations 
in Social Control of Business, p. 398. 
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sums from one group to another, in so far as the wage . 


rates or sales taxes are actually paid. If the higher wage 
rates—or sales taxes—actually discourage consumption, 
they may lead to reduced total wage payments, and 
they will therefore decrease purchasing power. Con- 
versely, a lower wage rate—or a lower price—may stim- 
ulate consumption, add to total spending, and conse- 
quently increase purchasing power. 
Competition as a social institution 

is a system of mutual compulsion which forces everyone in a 
business to do what no one of them would choose to do if com- 
petition did not compel him. It nullifies the ‘‘will of a majority” 
in the trade, a fact which has often been expressed by saying 
that one man out of twenty can coerce the other nineteen.’ 


More correctly, the consumers can protect themselves 
by using the minority of one to coerce the majority of 


nineteen. It is precisely because competition gives the © 


consumers this leverage that prices are reduced, that 


the inefficient are eliminated, and that material produc- ‘ 


tivity is increased. 


In fact, if competition followed the will of the majority in 
the trade—a phrase of a speciously democratic sound—it would 
not be competition, but monopoly. Rule by the majority in a 
trade is precisely the thing the public is most anxious to prevent.” 


The pseudo-democratic vocabulary of current mo- — 


nopolist tendencies is one of the chief reasons for their 
present dominance in public policy. Schemes to in- 
crease the price of food by the curtailment of agricul- 
tural production are advocated on the ground that they 
ts Clark, Social Control of Business, pp. 136-67. 
6 Ibid. 
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are “democratic,” because a majority of the food pro- 


ducers has voted to accept them. Monopolist trade- 
unions and monopolist employers describe their “agree- 
ments” as “democratic,” because a majority of the mo- 
nopolists on the producer’s side favor their adoption. 
Thus, a convention of cats might describe its quota 
scheme for the consumption of robins as “democratic” 
if a feline majority approved the “plan,” although the 
term “democratic” is obviously inclusive and it is easy 
to see that consultation of the present victims of the 
plan might lead to a different outcome. No one would 
argue that consultation of a majority of the beneficiaries 
of, say, a steel monopoly without consultation of the 
consumers of steel was democratic, but the term goes 
unchallenged in current politics if the consultation is 


‘limited to milk or wheat producers without consulta- 


tion of the consumers of these products. 

These relations between “democracy” and contem- 
porary monopoly are at the root of a good deal of con- 
temporary confusion. Democratic government arose in 
a period when economic privilege and producers’ mo- 
nopoly were giving way to the free (competitive) mar- 
ket. Decentralized income made decentralized govern- 
ment possible. It is part of the intellectual tragedy of 
our time that our so-called “liberals” and “progressives” 
are completely unaware of the heart of the liberal tra- 


' dition, and that it is precisely in the groups that are 


‘loudest in their “defense of democracy” that the most 
serious blows at the economic foundations of the system 


are struck. The “‘chicane” of trade, and the “secrecy, 
subterfuge, and higgling of private merchandising”’ are 
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denounced and compared with the “frank” and “just” 
dealing that would result from an organized (‘“‘orderly” 
or “planned”) approach.7 Fundamentally, our “liber- 
als” are returning to medieval habits of thought about 
“just”? prices (or just wages) which then—as now—were 
in practice defined as prices or wages that maintain a 
producer in his customary (conventionally approved) 
status. Early economists have rather conclusively dem- 
onstrated the futility of a notion of “just” price that is 
not directly related to actual market forces on the side 
of both producers and consumers, and, while the argu- 
ment is a commonplace of the textbooks, it can bear 
restatement in connection with the present problem. 

A price or wage might seem “just” or “fair” to pro- 
ducers and yet not be within the reach of enough buyers 
to move the goods or employ the available labor. It 
might seem “‘just” to the buyers and yet not meet the 
costs of a sufficient number of producers to supply the 
demand. Why should we not consider a price as “‘just”’ 
if it is not fixed by collusion, and if it is a price at which 
no seller who is willing to accept it remains without a 
sale, and at which no buyer who is willing to pay it 
remains unsatisfied? In other words, why should we not 
assume an identity of just and of market price, if com- 
petitive conditions are maintained?"® 


17 For samples, see Charles A. Beard, The Open Door at Home, and George 
Soule, The Future of Liberty, and my reviews of them in the Journal of Politi- 
cal Economy of December, 1935 (pp. 778-99), and February, 1938 (pp. 119- 
22). R. Moley, After Seven Years (New York: Harper, 1939) is full of evi- 
dence of a similar outlook among the early advisers of the ‘‘New Deal.” 

18 The difficulty of defining ‘‘justice’”’ apart from a genuinely competitive 
situation is, perhaps, best illustrated by the unending argument about a 
“fair”? return on capital that is invested in frankly monopolistic industries, 
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Vigorous exposition of the thesis that the notions of 
‘justice’ and of “open competition” are closely related 


(and that by implication injustice is usually related to 


monopoly) is more urgently needed today, because of 
the extent to which monopoly is interwoven with the 
trend toward totalitarian government. Market price 
tends to enforce itself—as described in the preceding 
paragraph—through the impersonal force of adjust- 
ments by producers and consumers. Competition, in 
other words, tends to “economize coercion.” Monopo- 
listic price, however, requires specific and personal (or 
group) enforcement. Early experience with N.R.A. im- 
mediately brought the issue of “‘compliance” to the fore- 
ground. Administration of the A.A.A. and its sequels 
has made enforcement—particularly in the long run—a 
central issue. Trade-unions that enforce rates above the 
market require the employment of devices that are po- 
litely described as “vigorous picketing,” and less polite- 
ly as “muscle men.” Milk dealers who try to keep the 
prices of dairy products above the market have to resort 
to state trade barriers, or have to provide for informal 
enforcement along the highways when issues arise with 
so-called “scab” trucks. Any standard history of our 
large monopolistic corporations abounds with relevant 
illustrations. The notion of coercion—physical, legal, or 


such as railroads or public utilities. See the chapter on “valuation” in any 
standard textbook in general economics. Ultimate validity of ‘‘justice”’ in 
medieval society was derived from authoritarian religion. In a modern equiv- 
alent it would probably derive its sanction from a secular religion centered 
on the nation-state. 
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otherwise—is inherent in monopoly.’? Inherent in mo- — 
nopoly is therefore a trend toward dulling public sensi- 
tiveness toward the use and abuse of force—and ulti- 
mately toward preparation for acceptance of the view 
that public power to repress the exercise of coercion by © 
private monopolists is a desirable if dangerous ex-~ 
pedient. Here lies one of the most fascinating “no — 
man’s lands” in academic specialization—the relation © 
between the growth of arbitrary power in politics on the — 
one hand and the decline of the free market in eco- 
nomics on the other.”° 


VIII. THE PROTECTION OF THE CONSUMER 


All producers are consumers—but most men are more — 
aware of their interests as producers than they are of — 
their interests as consumers. Legislation is likely to be 
written for producers under the continuous scrutiny of - 
producers’ pressure groups and in the absence of any 
consumer representation. 

Apart from the obvious protection of the consumer 
which would result from a vigorous rethinking of public 
policy concerning the entire problem (removal of pro- 
tection of monopoly, re-enforcement of control, and 
regulation of monopoly), the whole pattern of public 
and private action would be affected by a program of 
consumer education and of strong consumer organiza- 

9 The essential characteristics of the illegal activity which we describe as 
“racketeering’’ are monopolistic. ‘‘Protection’”’ by the racketeer is always a 


leading feature, and it usually consists of the elimination of competitors. 
Racket prosecutions typically take place under the anti-trust legislation. 


20See F. A. von Hayek, Freedom and the Economic System (‘Public 
Policy Pamphlets,’ No. 29 [Chicago: University of Chicago Press, 1939). 
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tion (co-operatives) which would not only serve to 
weaken monopolies in the open market but would also 
help to channel consumer interest in legislative matters. 
Swedish co-operatives have demonstrated how relative- 
uly small numbers of consumers can materially affect the 
entire market and reduce the monopoly problem to 
manageable proportions. 

Purchasers can frequently substitute some other com- 
modity or service where monopoly exists—and, in the 
long run, technical and merchandizing ingenuity helps 
to develop this tendency. A liberally financed program 
_of research might be one of the most effective safe- 
_ guards which a government might set up in protection 
against monopoly. Other methods might be developed 
or synthetic substitutes can be discovered (nitrates, 
rubber). 

If the market in general is still free (competitive)— 
and if consumers can use government to see to it that 
the market be kept competitive—the monopoly price 
stimulates producers outside the group or area involved 
in the original collusion into additional production. 
| The development of ‘“‘little” steel in the United States 
would be a case in point, and the growth in cotton pro- 
duction in the world outside the United States after our 
agricultural “planning” had lifted prices above the 
world-level would be another. The increase in rubber 
cultivation outside the British Empire after the Steven- 
son Act had raised prices would be another example. 
This tendency of monopolistic arrangements to under- 
mine themselves by the economic forces that are gen- 
erated by their own success is, perhaps, the principal 
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explanation for the peculiar appeal to the monopolist 03 
international “agreements,” cartels, and so on. The 
World Economic Conference, called by the League of 
Nations in 1927, presented a curiously opaque record in 
this respect. Ostensibly called to reduce trade barriers, 
the Conference denounced increasing tariffs, but ap- 
proved international producers’ agreements which) 
themselves frequently—if not usually—depend upon, 
national trade barriers for their enforcement.” In a 
similar way, the United States government in 1933 con- 
tributed to the failure of an effort to collaborate in the 
reduction of trade barriers at the Conference in London, 
while it simultaneously sought “‘international’’ agree- 
ments to protect its own restrictive activities in wheat 
and in silver. 


IX. PUBLIC POLICY AND FULL UTILIZATION 
OF CAPACITY 


Throughout the world today economic policy seems 
designed to elaborate a network of restrictions and 
agreements which lead to the contraction of markets 
and increase the rigidity in the price structure. We face 
an economy in which labor and capital seem to be 
permanently on a basis of only partial use. The rela- 
tions between idle men and resources on the one hand, 
and a defeatist spirit concerning the future of free and 
democratic society on the other, are too obvious to re- 
quire further elaboration. Widespread nationalization 

2* Harry D. Gideonse, “International Industrial Agreements,” Foreign 
Policy Association Reports, Vol. V, No. 24 (February, 1930); and Yves-Guyot, 


“La Conférence Internationale des Cartels,”’ Journal des economistes, March, 
1927. 
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of our economy would merely increase the area of 
rigidity—and, in common with the continued spread of 
private monopolistic practices, this would tend to re- 
duce the stimulation and utilization of private initia- 
tive. Whereas laissez faire at least did nothing to pre- 
vent developments opposed to itself, the new rigid pat- 
terns obviously counteract tendencies to change. 

The businessmen’s theme song—says a recent article 
in the Economist (London)—“has changed from free 
private enterprise to self-government of industry.” The 
slogan has a plausible sound, and many will feel that 
their democratic conscience has been satisfied if labor 
organizations are included in the structure of “‘self-gov- 
ernment.’”’ Such co-operation between planning politi- 
cians, monopolistic businessmen, and equally monopo- 
listic trade-unions presents, perhaps, the most urgent 
present menace to the free market. ‘Cousins with reces- 
sive blindness should not mate.” Under N.R.A. we had 
our first restrictive experience with general legislation 
permitting organized control of prices and production 
by private groups. The Economist (London) has well 
described similar tendencies in England in the following 
words: 

We drift from bill to bill, evoking by a process of economic 
casuistry, one vested interest after ‘another. If the cases were 
few, they could be ignored. But the list of industries possessing 
or seeking specific protection lengthens daily, and we are within 
measurable distance of setting up a new feudal system, with the 
British market, instead of the British land, parcelled out amongst 
the barons. There is no system of economic policy in which there 
is greater need for careful thought or general principles.” 


22 Economist (London), April 2, 1938. 
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It is particularly important to keep the detail in é 
broad framework. Acute but limited concern with dis 
tress may easily lead to remedies of which the indirect 
consequences may be harmful to the very groups that 
were supposed to be beneficiaries. Farm legislation de- 
signed to help underprivileged groups may push share- 
croppers out into an even more exposed position, and 
minimum wages or prices may simply promote unem- 
ployment or idle productive capacity. Recent experi- 
ence in the United States tends to confirm age-old! 
precedent in this respect.” 

The old stereotypes of conventional orthodoxy (lais-: 
sez faire) versus conventional heresy (socialism) are: 
thoroughly worn out. The term “‘laissez faire,” particu- 
larly, is an invitation to sloppy thinking. It is used at’ 
one and the same time as a synonym for competition as 
well as a description of the status quo. There may have 
been a period in the middle of the nineteenth century in 

23 John T. Flynn describes a classic example in the New! Republic for 
May 3, 1939. Under the wages and hours legislation the administration was 
charged with establishing a learner’s minimum wage, lower than that of 
the journeymen. The National Work Shirt Manufacturers Association 
opposed this, and agreed that the beginners should be paid the minimum 


for all workers. Ostensibly generous, the policy was justified in the following 
words: 

“'To pay learners the minimum applicable to experienced workers makes 
it prohibitive to employ them and thus works to the benefit of the entire in- 
dustry. In view of the deplorable plight in which we find ourselves it is re- 
striction of production that is imperatively needed and the policy of the Ad- 
ministration effectively promotes this. It hangs out a sign ‘Keep Out’ to 
new entrants and builds a protective fence around those already in possession 
of the field. This should surely earn our gratitude and appreciation.” 

This is an exact match for the Middle Western and New England sup- 
port of the minimum-wage legislation on the grounds that it would prevent 
the industrialization of the southern states. 
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\which laissez faire as a public policy roughly meant a 

eliance upon the controls of a free (competitive) mar- 
ket. Today, however, there is a vast difference between 
llaissez faire and a policy designed to maintain and re- 
|store competitive conditions. At present laissez faire— 
Jeconomic and political—leads to monopoly. So does fol- 
llowing the social trend. And the prospects for the 
|future of free and democratic society are consequently 
|bearish. 

If we wish to avoid patterns of centralization, and 
ultimately totalitarian government, a vigorous and im- 
jaginative effort to implement the original objective of 
jthe Sherman Act—which was the preservation of equal- 
ity of opportunity—is in order. 

Government regulation of prices—“the heart of the 
contract”—is no remedy for rigid prices. Publicly regu- 
lated prices are the most rigid of all. Government own- 
ership or public corporations competing with private en- 
terprise may sometimes be more effective (as in Sweden) 
in restoring flexibility than the traditional corrupt or po- 
lite “regulation.” In view of certain American discussions 
in which “bigness”’ tends to be seen as an inevitable by- 
product of technological developments, it is not without 
piquancy to note that technically advanced Sweden 
actually shows a reduction in the number of workers per 
industrial establishment from thirty-nine workers in 
1913 to twenty-eight in 1935. 

Standards of competitive business may be low, but 
they are usually higher than the standards of competi- 
tive politics which would guide us under public control. 
It is certain that politicians would regard the rather low 
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standards now applied to competitive business as ranl 
tyranny if they were enforced in the course of competi’ 
tive public discussion. J. M. Clark has asked us to think 
of a pure-food law applied to political merchandising o: 
palliatives as cures, or to recall the standards of politic 

advertising, or to think of the irrelevant premium: 
(patronage) attached to the sale of political com 
modities. Finally, competitive politics may Seam 
—and easily—as much inequality as competitive eco) 
nomics. | 

The basic objective is presumably to secure the maxi 
mum product from our labor, our capital, and our re: 
sources that is compatible with the preservation of g 
free and democratic society. Monopoly is the greates' 
single obstacle to the achievement of full utilization o! 
our productive potentials—but the problem must be 
seen in all its economic, social, and political ramifica: 
tions, as distinguished from the narrow historic anc 
legalistic perspective of the Bryan-McKinley era. 

The free market was a positive achievement of the 
sixteenth, seventeenth, eighteenth, and nineteenth cen: 
turies. We now know from actual experience that meré 
laissez faire will not maintain the fundamental economi¢ 
institution of a free market. We are rapidly drifting 
into an era of splintered markets and authoritarian gov: 
ernment. Political leaders find it almost impossible tc 
resist determined pressure groups even if they should be 
minded to do so. It may, perhaps, be a fitting reminder 
of the present recurrence of the pre-liberal pattern tc 
recall Adam Smith’s classic description of the difficul. 
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ties of maintaining free enterprise as he saw them in 
1776: 

To expect, indeed, that the freedom of trade should ever be 
entirely restored in Great Britain, is as absurd as to expect that 
an Oceana or Utopia should ever be established in it. Not only 
the prejudices of the public, but what is much more unconquer- 
able, the private interests of many individuals, irresistibly oppose 
it. Were the officers of the army to oppose with the same zeal and 
unanimity any reduction in the number of forces, with which 
master manufacturers set themselves against every law that is 
likely to increase the number of their rivals in the home market; 
were the former to animate their soldiers, in the same manner as 
the latter enflame their workmen, to attack with violence and out- 
rage the proposers of any such regulation; to attempt to reduce 
the army would be as dangerous as it has now become to attempt 
to diminish in any respect the monopoly which our manufac- 
i turers have obtained against us. This monopoly has so much 
increased the number of some particular tribes of them, that, like 
an overgrown standing army, they have become formidable to 
the government, and upon many occasions intimidate the legis- 
lature. The member of parliament who supports every proposal 
for strengthening this monopoly, is sure to acquire not only the 
/ reputation of understanding trade, but great popularity and in- 
| fluence with an order of men whose numbers and wealth render 
|them of great importance. If he opposes them, on the contrary 
‘and still more if he has authority enough to be able to thwart 
them, neither the most acknowledged probity, nor the highest 
rank, nor the greatest public services, can protect him from the 
most infamous abuse and detraction, from personal insults, nor 
| Sometimes from real danger, arising from the insolent outrage 
of furious and disappointed monopolists.*5 


The fundamental question is not now—as it was not 
jin 1776—whether perfect competition can be estab- 


4s Adam Smith, Wealth of Nations, Book IV, chap. ii. 
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lished. It is rather whether present trends should b 
allowed to continue—and whether the direction of pub- 
lic interference with the free market can be changed. 
Political trends are now in the main designed to promot 
monopoly. If we are to avoid a progressive decline in 
the utilization of our productive capacities and a conse- 
quent drift to centralized political control, we shall have’ 
to recast the framework of the market so that competi-' 
tive controls can again emerge. 

This essay has been primarily concerned with th 
question of why and where monopoly is a problem. The! 
related question of how to deal with the problem is an- 
swered by implication in much of the detail. A public 
policy to restore and maintain competitive controls is, 
of course, a continuous assignment, and specific details; 
of implementation will have to be designed and revised) 
in the light of changing circumstances. The forms of 
monopoly will change with the development of tech- 
nology, the ingenuity of lawyers, and the improvisa- 
tions of demagogues. Eternal vigilance is the price of 
freedom in the market as it is of all other forms of 
liberty. 

If the end we seek is a free and democratic society, 
then the history of the past three centuries reveals a 
striking correlation between freedom of enterprise on 
the one hand and free and democratic political institu- 
tions on the other. There is no mystery about the link 
between them. Freedom means, first of all, the right to 
differ from the dominant or orthodox view. Freedom 
from some type of restraint is a prerequisite to the exer- 
cise of a positive freedom for some alternative form of 


; 
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expression. It is likely to be a theoretical right at best if 
income is dependent upon centralized authority repre- 
senting the orthodox position, and this will be true 
irrespective of whether the authority is exercised along 
public or private lines. 

When the incomes of increasing numbers of individ- 
uals and intermediate institutions—like churches and 
educational establishments—become relatively inde- 
pendent of central authority (as, say, from the later 
Middle Ages through the nineteenth century) freedom 
of thought, freedom of religion, and the whole demo- 
cratic movement become at least a possibility. As the 
incomes of large numbers fall under the control of con- 
centrated private or public authority, the likelihood 
decreases that even legally existing rights will be used. 
A great deal of this is inevitable under present condi- 
tions, and this makes it even more urgent that public 
policy should not multiply such relationships where 
they are avoidable. Relationships of an individual em- 
ployee or stockholder with a large corporation, or of an 
individual worker with a large trade-union, or the tradi- 
tional position of the American postmaster toward the 
political party in office, are suggestive examples. As the 
concentration of private and public power continues, 
ever increasing numbers will become economically de- 
pendent upon central authority. The vigor with which 
they will exercise such rights as they may still continue 
to possess is bound to diminish. 

If it is argued that the “social trends” are powerfully 
operative in the direction of private and public concen- 
tration, then it should first be considered that most of 
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the trend is due to myths about our economic institu-. 
tions that do not stand up under scrutiny. Even if the 

existence of the trends inherent in the economic data 

themselves were unquestionably established, however, 
why should we assume that trends will continue and not 

provoke reaction, and—above all—why should we take 
it for granted that the chief function of rational man is. 
to detect the major drifts, and then bow to them? Is notl 
this particularly strange on the part of groups that are. 
always discussing the advantages of design over drift? | 
Or is the design simply to be a photograph of the cn 
In many American cities ‘‘rackets” of varying sorts ex- 

ercise powers that are usually associated with sover- 
eignty. Does it follow that the sovereign state must 
therefore yield its claim to sovereignty to gangsters? 
Might it not be the peculiar function of the scholar to! 
examine such trends critically, to question the validity 
of the rationalizations which they provoke, and tal 
scrutinize the extent to which the chosen monopolistic. 
means accord with the avowed democratic ends? 

There is little or no evidence to indicate that recent 
monopolistic tendencies are inherent in the economic 
data themselves. The present trend is primarily the 
fruit of public policy, and restrictive policies that have 
been introduced or promoted by the state can also be 
removed or offset by that same agency. ‘ 

If they are not removed the appeal for a government 
that will have the strength to smash all rigidities in the 
price system, and to restore at least a semblance of full 
operations, will continue to grow as the full implications 
of a splintered market with resultant idle capacity in 
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en and resources become apparent in human distress, 
d ultimately in political pressure. 
In 1933 Germany was a network of monopolist re- 
trictions that had paralyzed her economy. Trade as- 
ociations and cartels dominated the employers’ side, 
trong trade-unions controlled the workers. Dominant 
litical parties monopolized public office, and the press 
was in the hands of a limited group. Social legislation 
srotected certain sections of the population and a priv- 
leged civil servant class enjoyed protection against eco- 
homic fluctuations that contrasted sharply with the 
ectic insecurity of youth, white-collar and unskilled 
orkers, and much of the rural population. Fascism did 
ot come because democratic governments had ac- 
quired too much power, it arose because the authority of 
overnment by discussion dissolved before the rise of 
owerful capital and labor monopolies. Under these 
ircumstances a demagogic attack upon the existing 
ystem could be presented as an attack upon privilege, 
and as an effort to restore freedom. The defeat in for- 
eign war and racial prejudice could be used to weld 
eterogeneous exploited groups into some semblance of 
litical unity. 
Our American economy has wide areas of freedom 
left. Much of our so-called ‘‘advanced” thought, how- 
ever, regards the free areas as the sources of weakness in 
our structure. Distinguished “‘liberals”—such as Jerome 
Frank in his Save America First and Charles A. Beard in 
his The Open Door at Home—advocate restriction of 
foreign trade and of trade between the states as remedies 
for the stagnation in which we find ourselves. In fact, 
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the utter confusion about fundamentals which now pr 
vails among our professional intellectuals affords a: 
other significant parallel to the German pattern. 

We have professors of government who preach ‘ 
democracy unflinching before the imperative of ect 
nomic collectivism,” and who are capable of writin 
that the distrust of governmental power “once ha 
some meaning” after five years of Nazi totalitarianist 
and its Moscow equivalent.” We have teachers of pe 
litical science who are so outraged at old-fashione 
ideas like a revival of interest in anti-trust legislatio: 
that they are capable of saying that trust-busting i 
“the blackest kind of socialism.’’? In other words, eé1 
forts to restore competitive market controls are dé 
scribed as identical with collectivist direction of produc 
tion. Specialists in “education” deride competition a 
the source of most of our evils—incidentally specifyin 
consequences of monopoly rather than of competition- 
and describe “individualism in a competitive society 
as an expression of “immaturity,” or as “‘infantile,”’ ¢ 
“auto-erotic.’’? 

The chaos that now prevails in our intellectual circle 
would match anything that could be drawn from th 
German literature during the last years of “freedom. 
In view of this record of confusion and ignorance, th 


36 Max Lerner, It Is Later Than You Think (New York: Viking Pres 
1939), P. 104. 


27 Raymond Moley, in a speech before the Union League Club, Chicu, 
Daily News, March 2, 1938. 


28S. R. Slavson, Character Education in a Democracy (New York: Assoc 
ation Press, 1939), p. 20. 
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aque pattern of political and economic development 
hardly cause surprise. 

Increasing collectivism and centralized control over 
dividual incomes has made it later than some “‘demo- 
ats” are willing to admit. The trend is away from the 
personal controls of the market and toward the type 
political decision that we associate with the new 
rms of dictatorships in Europe. In our economic and 
litical evolution we have certainly not gone the full 
ngth of the German road. The areas under free mar- 
ts are still large and the resilience of American eco- 
mic life remains high. The country is a continental 
rket and controls are difficult to centralize. We are, 
wever, rapidly drifting in the same direction. Politi- 
decentralization—the essence of free and democratic 
vernment—simply cannot continue to exist where 
onomic power is allowed to flow into ever more cen- 
calized channels. 

We should once again ask ourselves some basic ques- 
‘ons of general policy, and refuse to be swamped by the 
nrush of factual material about an ocean of particular 
ergencies. In the end the central question in any dis- 
ussion of economic policy should be: What kind of men 
oes it make? Justice Brandeis—who was certainly no 
dvocate of laissez faire—used to say that “what Ameri- 
needs, is not that we do anything for these, our fel- 
w-citizens, but that we keep open the path of oppor- 
ity to enable them to help themselves.” If we rush 
to relieve one apparently unconnected emergency 
fter another, such symptom treatment will give us a 
pulation of dependent citizens, unlikely to exercise 
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whatever political and civil liberties they may still tech- 
nically continue to enjoy. If we recast the framework of 
the market so that competitive controls can again 
emerge, we can continue to build upon the qualities of 
individuality, resourcefulness, and self-reliance that 
have been our characteristic virtues in the past. 

Design is better than drift. This is not an argument 
against “planning” in the sense of applying intelligence 
to some problems, nor is it a plea for laissez faire. It is 
rather an appeal for the reconsideration of the basic 
drift of present private and public “planning.” If the 
general welfare should be the purpose underlying eco- 
nomic policy, we might well ask whether that gener: 
interest should not be directly envisaged instead 
merely assuming that we can promote it most effectively 
by the indirect method of protection of one producers’ 
group after another. Isolated policies can best be test 
for their effect on society as a whole by an investigatio 
of their consequences to the consumer. Formerly—in 
the case of the Interstate Commerce Commission and of 
the Federal Trade Commission, for instance—the ob- 
ject of public policy was the protection of the consumer, 
In view of the general purpose underlying such regula- 
tion, it could not so easily deteriorate into the protec 
tion of special groups. The new regulatory devices have 
not been designed to hold the scales even, but they have 
been deliberately contrived to protect specified Pro- 
ducers’ interests. The agricultural controls are adminis- 
tered to protect the farmer. The wages-and-hours ad 
ministration is supposed to raise wages. The Wagn 
Act machinery is charged with the protection of collec 
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tive bargaining. Even the I.C.C. has degenerated into 
an agency to protect railroad labor and railroad bond- 
holders. In other words, the special-interest principle of 
the protective tariff has been generalized. In so far as 
consumers’ interests are envisaged at all, they come in 
indirectly through the supposed reverberations of the 
protected producers. Thus the market has been splin- 
tered and the fundamental cause of Western economic 
prosperity in recent centuries—free and widening mar- 
kets—is under continuous pressure. 

By a curious twist of history our foreign trade policy 
is the only major exception. In America tariffs were the 
first major curb on freedom of enterprise. Historically, 
the movement toward curtailment, subsidy, and mo- 
nopoly took much of its impetus from the drift toward 
“protection” of national producers in a world-market. 
The effort to “free” trade from some of its worst tariff 
shackles is to be lauded. It seems to be the last effective 
defense of free enterprise and free markets. It would be 
a complete loss of perspective, however, to overlook the 
fact that the tariff walls which restrict foreign trade 
have become a relatively minor trade barrier when com- 
pared to the network of curbs and restrictions that we 
have developed at home. If the free market is to sur- 
vive, we shall have to make the open door at home the 
central theme of public policy. 

Competition—like classic liberalism—calls for con- 
tinuous adjustment to the challenge of new talent, fresh 
ideas, and emerging techniques. This is its great merit 
as a social institution as well as its great weakness in 
political debate. In the drive for “security” and “plan- 
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ning” on the collectivist “left,” and for the related goals 
of ‘tradition’ and “order” on the conservative right, 
the liberal program of a progressive adjustment to new 
truth and new procedures is likely to be an ideal that 
misses the essential emotional challenge for political 
effect. The sober fact remains that, in our search for 
policies of control, we have been far more successful in — 
equipping the social arsenal with restrictive weapons 
than with devices that will stimulate activity. The free 
market is still unchallenged as an agency for the full and 
effective utilization of whatever resources society can | 
supply, and the contemporary search for order and 
security through restrictive devices under the tempting 
and misleading banner of “progress” should be labeled © 
correctly as a reaction to medieval status and hierarchy. | 
Monopoly has not in the past been associated with | 
equality of opportunity or with rising standards of liv- 
ing for the underprivileged. State action in general is 
bound to be preceded by logrolling and lobbying in 
which the more powerful and privileged groups will be 
the most aggressively represented. Theoretically the of- 
ficial action might be envisaged as an aid to the weak— 
just as theoretically a case can be made for tariffs pro- 
tecting industries that do not yet exist—but in the 
actual political process the groups that have already 
“arrived” will dominate the discussion, and this will 
tend to be true in all categories of producers and con- 
sumers. Minimum wages will therefore be defended as 
an aid to the underprivileged, but they will in fact serve 
the purpose of protecting the higher wage rates of those 
who might otherwise be displaced by a competitive 
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abor group. Agricultural subsidies will strengthen the 
sition of the more privileged farmers and complete 
he process of reducing share-croppers to a rural pro- 
etariat. As a result such action—as A. C. Pigou has 
inted out—may be needed in the interest of the weak, 
ut “is most likely to be invoked successfully by the 
trong.’2® There is nothing in the record of our cur- 
ent experience to belie the fundamental teaching of 
lassic liberalism that the wealth of nations is intimately 
nterwoven with the continued pursuit of policies de- 
igned to keep opportunity free and equal in unre- 
tricted markets. 

Liberalism, which was once a determined challenge to 
estriction and privilege in all its historic forms, settled 
own in the nineteenth century to a comfortable phi- 
osophy of “leaving things alone.” In the face of a 
jungle of new restrictions and privileges which are de- 
ended as “progressive” with a mare’s nest of theoretical 
rationalizations, a genuinely liberal policy involves a 
ore revolutionary challenge to the status quo today 
han the ostensibly radical policies of extremists on 
ither the conventional right or left. 

Free markets and free men came together. The im- 
lications of the present trend to monopoly as a method 
f ‘progress’ seem clear—in theory, in the historic de- 
elopment of our institutions, and in the record of cur- 
ent “experiment.” Must we go the full length of the 
oad to learn the old lesson that a sick man doesn’t 
ppreciate his health until he has lost it? 


29 A. C, Pigou, Economics in Practice (London: Macmillan & Co., 1935), 
. 126, 
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